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Stop & Shop Annual Report for the year ended June 27, 1964 


Comparative Highlights 
Sales 


Earnings 
tore teen on Income ee IS $ 7,561, 6,313,095 
peer anes Ob Pome se ge a Ss Se 1,907,277 $ 4,034,883 
Caen Gnee MON ee are ee 1,173,478 1,139,356 
Cash aiieends er Na4ie sos 3 Oe 40 .40 
ee ep: OC. Saar ToT ee ee 3f 3% 
Reinvested inthe business ........ . $ 3,733,802 2,895,527 
eta earainas (0: ones © 225 ee nk ae es 1.25% 1.19% 
Per share of stock now outstanding. ..... . 1.6€ 1.37 
a eet ee eo ee 35,083,620 $ 31,555,142 
Current Liabilities OES IVS Te et ed Sey el EES ae, Oe | ,000,1 $ 16,519,733 
NE NEES > a ae ek a Ree Neat : 083,49 $ 15,035,409 
Pern INNS fais Same. en Ce os, Cem a Scere Ahead ag Ge od 2.( 1.91 
SONNE IMME 8 oo he et na eS owt 36,801 ,4 $ 33,106,337 


enceeee rine RON 6 C5 Ss ak Pg ee ie | | 14 


Deeds POR NOON 5 ts a a he Sh wk ee ee 9 
Food Stores in operation yearend ....... . 4 143 
Self-service department stores opened ...... . | 7 
Self-service department stores in operation yearend . . 2 17 


Employees 


Transfer Agents General Counsel 
The First National Bank of Boston Sherin & Lodgen, Boston 
Bankers Trust Company of New York 
Registrars of Stock 

The National Shawmut Bank of Boston 
Morgan Guaranty Trust Company of New York Shares Traded on Boston Stock Exchange 
Auditors Peat, Marwick, Mitchell & Co. and American Stock Exchange 


General Offices 
393 D Street, Boston 10, Massachusetts 


Annual meeting of shareholders will be held at the company's offices, 393 D Street, Boston, Monday September 28, 1964 at 2 P.M. 





To Our Shareholders, Employees and Friends 


Sidney R. Rabb 
Chairman of the Board 





The past fiscal year was one of substantial accomplishment at 
Stop & Shop. Both sales and earnings reached the highest point 
in the history of our company. Sales improvement resulted from 
gains in existing stores as well as the added sales of new stores 
and new departments. Earnings increased in spite of aggressive 
competitive price and promotional activities and constantly rising 
costs of operation. Our Bradlees Division of self-service depart- 
ment stores is now operating on a profitable basis. 


Sales and Earnings 


Sales for the fiscal year were $391,417,860 compared with 
$337,684,888 in 1963, a gain of 15.9%. These sales include only the 
sales of the departments we operate ourselves in our Bradlees 
stores. Net income after taxes this year rose 21.6% to $4,907,277, 
equal to $1.66 per share, compared with $4,034,883 and $1.37 per 
share in 1963, computed for both years on the basis of 2,955,336 
shares outstanding on June 27, 1964. We have elected to reflect 
currently the entire investment credit authorized under the 1964 
amendment to the Revenue Act, which amounted to $325,000, and 
have also included in income for this year that portion of last 
year's investment credit that was deferred, amounting to 
$222,000. The substantial preopening expenses of stores opened 
this year have been charged to current operations as in the past. 


Distributions to Shareholders 


Four quarterly dividends of 10¢ per share were paid to share- 
holders during the year. In addition, a3% stock dividend was dis- 
tributed on November 1, 1963. On August 11, 1964, your directors 
declared a 3% stock dividend payable on November 2, 1964 to 
shareholders of record on October 2, 1964. This is the thirteenth 
consecutive year that the company has supplemented its con- 
servative cash dividend by a stock dividend or other stock dis- 
tribution. This policy has permitted the company to retain a sub- 
stantial portion of its annual earnings as a source of funds to 
finance future growth. 


Retail Store Status 


During the fiscal year just ended, we opened 4 food stores and 
6 self-service department stores bringing the total number of 
stores in operation to 143 food stores and 23 self-service depart- 
ment stores. In addition, major remodelings of our store facilities 
have been made in 9 locations and numerous alterations and 
equipment changes in other locations. 

Retailing is dynamic and changing from year to year. It is the 
responsibility of management to keep abreast of the latest devel- 
opments and through study and experimentation to keep our com- 
pany progressive. We are presently operating the following types 
of stores: 


@ 119 conventional Stop & Shop and 7 Tedeschi supermarkets 
which constitute the major portion of our business; 


e 11 Bradlees discount food stores; 


e@ 5 discount food departments in Arlan’s, G.E.M. International, 
and Ann & Hope, a discount department store; 


@ 23 Bradlees self-service department or mercantile stores; 


@ and we have converted the Stop & Shop market in Waterbury 
to a food discount store. 


We are accumulating experience in these various forms of retail 
distribution, coupled with intensive research on a continuing 
basis into customer buying habits and competitive moves in our 
trading area. This provides us with valuable tools to evaluate what 
moves to make and where to make them in our current location 
strategy. 

Over the last decade, we have built all new distribution facilities, 
closed many outmoded stores and opened new modern food 
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markets. Of the 143 food stores in operation at the end of the fiscal 
year, 123 were opened or acquired in the last ten years. Of the 23 
Bradlees self-service department stores, the oldest was opened 
six years ago and 17 are less than three years old. About 51% of 
our present food volume is accounted for in the 70 food stores 
we have opened in the last five years. It is truly hard to believe 





February was ‘‘Red Carpet 
Month” throughout the 
chain. Irving W. Rabb, Gen- 
eral Manager, rolled out the 
first carpet, symbol of Stop 
& Shop’s continuing cus- 
tomer courtesy campaign. 


Stop & Shop brought back 
the old-fashioned butcher, 
complete with straw hat, 
during our April ‘Meat 
Managers Month” promo- 
tion. Customers were en- 
couraged to discuss their 
meat planning problems with 
the meat manager. 





Modern warehousing facili- 
ties are well stocked with 
thousands of differentitems. 
Constantly changing cus- 
tomer preferences necessi- 
tate an efficient up-to-date 
inventory control system. 





that your company, although forty-nine years old, is essentially a 
new company with a new look in the last decade. Existing stores 
have been modernized, refurbished, refixtured and in many 
cases enlarged to meet the needs of each individual store's 
requirements. 


Service and Manufacturing Facilities 


During the year, we completed the relocation of Bradlees mer- 
cantile offices and distribution center to Boston. These added 
facilities for distribution and the proximity to our Boston head- 
quarters have contributed to greater efficiency in distribution and 
economies from a continuing and gradual integration of many 
clerical and administrative functions with those of Stop & Shop. 

An addition of 22,000 square feet to our Boston headquarters 
provided the space needed for our general office requirements. 
Our machine accounting systems are being converted to data 
processing computers for many functions of both food and mer- 
cantile operations. We are now planning many sophisticated data 
processing procedures made possible by advanced machine de- 
velopment that will enable us to do many jobs much faster as 
well as to develop new information systems and services for our 
business that should prove most valuable in the years ahead. 

An addition has been completed to ourcommissary at our Read- 
ville Distribution Center to provide space for the production of 
potato chips and additional area for the increasing production of 
our other products. 








Bradlees Mercantile Stores 


In May 1961, we acquired six Bradlees self-service department 
stores in which all but the children’s department were operated 
by licensees. We believed that the concept of mass merchandis- 
ing on a self-service basis represented a valid development in 
retail distribution that would appeal to the public and complement 
our mass merchandising food operations. Since the original 
acquisition, we have increased the number of stores to twenty- 
three. We have taken over various additional departments so that 
we now operate about 75% of the store’s volume in the newer 
stores. As licenses expire in older stores, we will gradually take 
over those departments which we now operate ourselves in the 
newer stores. 

Over this short period of time, we have developed a young and 
aggressive organization of qualified specialists to manage and 
merchandise this division. The impact of organizational expenses 
and heavy proportionate new store opening costs are behind us: 
It is gratifying to report that our increased acceptance has re- 
flected itself in gains in both sales and earnings from year to year 
in identical stores. 

Since the close of the fiscal year, a new Bradlees mercantile 
store has been opened in Fall River, Massachusetts, adjacent to 
an existing Stop & Shop market. We are remodeling, refixturing 
and adding approximately 22,000 square feet to the Bradiees mer- 
cantile store in New London, Connecticut to be completed in 
ample time for the Christmas season. We believe there is oppor- 
tunity for further development for this division of our business. 





Bradlees domestics depart- 
ments offer the customer an 
extensive selection of qual- 
ity items at surprisingly low 
discount prices. 


A typical Bradlees self-serv- 
ice department store interior 
shows the variety and ex- 
pansiveness of the com- 
pany-operated children’s 
department. 


“Fashions with a Flair” 
appear throughout our Brad- 
lees fashions departments. 
Popular priced lines provide 
style conscious shoppers 
with a complete selection. 








Real Estate Operations 


We have continued the format adopted last year of separating the 
results of our real estate operations from our merchandising op- 
erations on our financial statement. 

Our real estate subsidiaries constructed the addition to our 
general office, the addition to our commissary and several stores 
for other tenants next to Stop & Shop markets. Since the close 
of the fiscal year, they have completed the construction of a 
Bradlees self-service department store adjacent to the Stop & 
Shop market in Fall River, Mass. 

Stop & Shop has, over the years, believed that substantial equi- 
ties could be generated for its shareholders through real estate 
ownership. Land has been acquired by our wholly-owned sub- 
sidiaries and buildings erected to the company’s specifications 
for stores, offices and distribution centers. Net leases from the 
parent company have enabled our real estate companies to ob- 
tain approximately 100% financing from institutional investors at 
rentals as low or lower than could otherwise be obtained. The 
rents received are sufficient to enable the real estate companies to 
meet the service charges for principal and interest on their debt. 
Within the next few years, loans on some properties will be fully 
discharged and as the years pass, further loans will become fully 
paid. As this occurs, the cash flow of the consolidated companies 
will be enhanced by these funds no longer needed to service 
loans. Each year the interest charge to the company on each indi- 
vidual loan declines as the principal is reduced — this reduces 
occupancy cost or offsets rising property taxes. As a loan is re- 
duced, equity increases. Ownership gives management greater 
flexibility in remodeling or enlarging as well as an opportunity to 
add other tenants. On the other hand, ownership also permits the 
company to close, relocate or dispose of outmoded locations at 
will, often at a profit. 
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Newest addition to the grow- 
ing Bradlees department 
store division is the Fall 
River, Massachusetts unit 
which opened August 72. 


Bradlees discount food out- 
lets continue to fill the re- 


Stop & Shop supermarkets 
continue as the mainstay of 


your constantly expanding 
and diversifying company. 
Typical of our modern facili- 


quirements of a large seg- 
ment of today’s shopping 
public interested in certain 


economies accomplished by 
eliminating ‘‘frills”. 


ties is the Lynnway, Massa- 
chusetts supermarket. 
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Modernization of existing 
facilities is acontinuing pro- 
gram at Stop & Shop. Re- 
cently, the Natick, Massa- 
chusetts supermarket held a 
giant remode/ celebration. 
On hand were (left to right) 
Irving W. Rabb, general 
manager; Gus Saunders, 
radio-TV personality; Sidney 
R. Rabb, chairman of the 
board; Norman §S. Rabb, 
senior vice president and 
Arthur Kay, Natick store 
manager. 








Manufacturing 


Our manufacturing division has continued to grow. We presently 
operate the following facilities for food processing: Bakery — 
complete variety of bread, cake, and pastry; Dairy — milk and 
several varieties of fruit drinks; Coffee — blending, roasting, 
and packaging our private label coffees; Cheese packaging — 
processing of various bulk cheeses into consumer-size packages; 
Commissary — preparation of a variety of salads and prepared 
foods for sale in service appetizer departments and in consumer 
packages for self-service selling; preparation of private label 
mayonnaise and salad dressing. 

Since the close of the fiscal year, we have started production of 
potato chips and expect to have complete distribution in all stores 
shortly. 

In each of these facilities, we produce products of high quality 
and of a type best suited for the market in which we operate at 
attractive prices. This method of product control provides our 
company with a valuable merchandising asset as well as a satis- 
factory return on the capital invested. 


Capital Requirements 


Substantial additional working capital is being generated inter- 
nally from retained earnings, depreciation and amortization. The 
company will determine before December 31, 1964 if it will require 
the $5,000,000 of additional funds still available on a standby 
basis. 


_ A. 





We Plan Ahead 


Since the close of the fiscal year, in addition to the Fall River 
Bradlees mercantile store already mentioned, we have opened a 
discount food department in the Ann & Hope department store 
in Cumberland, Rhode Island. Further commitments for locations 
for food and mercantile stores are in various stages of negotiation 
and planning. Great emphasis is being placed on remodeling, 
renovation and enlargement of existing food and mercantile 
stores, all of which is expected to be completed within the current 
fiscal year. 

In order to be supplied properly with information on which to 
act, our Location Research Department, assisted by outside con- 
sultants, has completed an exhaustive study and analysis of the 








total food and mercantile business in our area and the relative T3 
position and opportunities for us in each segment. This informa- 

tion is of great value to us in plotting our course of action for acct aarte 
future locations. ehh i a, in 

It is essential that we constantly review the physical facilities manual at a recent class- 
and condition of all of our stores. The passage of time and the in- 10 | 
novations that arise in both merchandising and operations require nip tmepees 
constant and continuous investment to maintain our stores at the | i 7 picoitin 
desired level. In many stores, additional sales area is to be added lor Increased | 
to handle our volume of business more effectively. 

Food and mercantile retailing continues to be in a growth posi- shoulder of Bradlees Store 
tion as the booming population adds millions of new families each a. ee ee 
year. Stop & Shop, among the nation's leading mass retailers, page or ge 
looks forward to sharing in this prosperity by maintaining and Clayton. | 
even improving its industry position. ng Belans! 





brad/iees General Manager, 
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People 


Your management has long believed strongly in the concept that 
people are our most important asset. During this past year, our 
training program has been broadened at all levels of our business. 
In order to improve our effectiveness in all divisions, to pre- 
pare our people for greater responsibilities and for our future 
expansion, we have technical training programs and management 
development programs on a continuous basis. 

To encourage our people to continue their self-development, 
we have instituted a Tuition Refund program, whereby ambitious 
employees may attend night college and receive reimbursement 
of half the tuition upon completion of their courses. The response 
from the employees and their course results for the past school 
year have been excellent. A special home study program will be 
made available to all administrative personnel in the very near 
future. 

Our people, particularly at the store level, have been encour- 
aged to participate in local community affairs and to stimulate 
community activities in and around each store location. It is our 
desire to make each store a center of interest as well as the best 
place to shop. 

We wish to express our appreciation to our family of over 11,000 
people, full and part-time, whose dedication and combined efforts 
have made the results of this past year possible. 


nay @ Kael 


Chairman of the Board 


IN MEMORIAM 


ARTHUR L. SHERIN 
General Counsel 1937 — 1964 
Director 1949 — 1964 


A close associate and devoted friend. 


In June, Stop & Shop’s 
Chairman of the Board, 
Sidney R. Rabb, was en- 
rolled among the honorary 
doctors of Boston College. 
He was proclaimed a Doctor 
of Humane Letters by His 
Eminence Richard Cardi- 
nal Cushing who presented 
the honor on behalf of the 
President and trustees of 
the college. 
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New members of Stop @ 
Shop’s Twenty-Five Year 
Club are (/ to r) Connor 
Maguire, Leah Krips, and 
Charles Keith. At this year’s 
annual banquet, 27 new 
members were added, mak- 
ing a total of 264 employees 
who have been with the 
company over 25 years. 





STOP & SHOP, INC., AND 


CONSOLIDATED 
June 27, 1964 
figures as 
ASSETS 1963 
Current Assets: 
Cash $ 5,105,836 
U. S. Treasury Bills, at cost — 
Accounts receivable, less allowance foc 
doubtful accounts . : 3,468, 741 
Inventories, at the lower of ae or bielonl.. 22,507,416 
Prepaid expenses 473,149 
Total current assets 31,555,142 
Investments in and advances to wholly-owned realty 
subsidiaries not consolidated, at net 
equity value (note 1)... ..., 5,427,746 
Fixed Assets, At Cost (excluding fully-depreciated assets): 
Fixtures, machinery and equipment . 25,788,197 
Less accumulated depreciation 7,722,300 
18,065,897 
Leasehold improvements, at cost, less accumulated 
amortization Se ee 6,243,375 
Net fixed assets . 24,309,272 
Other Assets: 
Notes receivable, investments, etc., at cost 791,180 
Deferred charges . 198,654 
Total other assets 989,834 
$62,281 ,994 





See accompanying notes to financial statements. 





CONSOLIDATED SUBSIDIARIES 


BALANCE SHEET 


‘with comparative 


of June 29, 1963) 


LIABILITIES 
Current Liabilities: 
Accounts payable 
Accrued expenses 


Federal taxes on income, estimated, 
less U. S. Treasury Bills $2,269,792, 1964 
$1,000,000, 1963. 


Total current liabilities . 


Deferred Federal taxes on income and 
investment credit (note 3) 


Long-Term Debt (note 4): 
Notes payable . 


Stockholders’ Equlty: 


Capital stock of $1 par value per share. Authorized 
4,000,000 shares. Issued and outstanding 2,955,336 
shares 1964, 2,870,502 shares 1963 (note 5) 

Capital in excess of par value of capital stock . 

Retained earnings, exclusive of amounts 
capitalized through stock dividends (note 4) 


Total stockholders’ equity 





1963 


$12,860,514 
2,982,023 


677,196 


16,519,733 


1,155,924 


11,500,000 


2,870,502 
10,444,760 


19,791,075 


33,106,337 


$62,281,994 





STOP & SHOP, INC. AND CONSOLIDATED SUBSIDIARIES 
Consolidated Statement of Earnings and Retained Earnings 
Year ended June 27, 1964 (with comparative figures for the year ended June 29, 1963) 


Retail sales . 
Net earnings of wholly-owned realty 
subsidiaries (note 1) 
Total . 
Cost and expenses: 
Cost of sales, operating and administrative 
expenses 
Depreciation and saiertenslen 


Interest on borrowings other than increas 


Earnings before Federal taxes on income . 


Federal taxes on income, estimated snore 3) 
Net earnings 


Retained earnings at beginning ots year 


Less dividends paid: 
Stock dividend 3% 


Cash dividends 


Retained earnings at end of year 


See accompanying notes to financial statements. 


1963 
$337 ,684,888 


1,114,001 
338,798,889 


328,926,997 
— 2,939,725 
619,072 


332,485,794 
6,313,095 


2,278,212 


4,034,883 


18,739,405 


22,774,288 


1,843,857 
1,139,356 


2,983,213 
$ 19,791,075 


Consolidated Statement of Capital in Excess of Par Value 


Of Capital Stock 


Year ended June 27, 1964 (with comparative figures for the year ended June 29, 1963) 


Balance at beginning of year. 
Add: 


Excess over par value of 3% stock dividend sebaee 


to retained earnings . 


Excess over par value of proceeds ‘isis falas ay 


capital stock to employees under the stock 
option plans 
Balance at end of year. 


See accompanying notes to financial statements. 


1963 
$ 8,657,959 


1,760,349 


26,452 
$ 10,444,760 





WHOLLY-OWNED REALTY SUBSIDIARIES OF STOP & SHOP, INC. 


Combined Balance Sheet 
June 27, 1964 (with comparative figures as of June 29, 1963) 


1963 


Assets: | 
ee i EMBL ane Ae ain Oe hy bas toe $ 18,373 | 18,793 
Accounts receivable. J. dug h eg DR i ee Sian ea eat LS 104,300 133,392 
Due trom Stop & Shop, Inc. | 6-25. 2,681,76 605,654 
Fixed assets, at cost: 

Land, buildings andimprovements . . . . 48,702,642 48,461,075 
Buildings and improvements on leased land 4,205,386 4,204,886 


2,908,02' ~ §2,665,961 
Less accumulated depreciation and amortization 9,697,775 8,094,696 
43,210,250 44,571,265 
gto SNe heey cree eae eet gt nen AR ereh oon 157,462 367,139 
$ 46 48 $ 45,696,243 
Liabilities: 

Currentinstallments oflong-termdebt . . . .. . $ 1,313,878 $ 208,533 
Accounts payable and accrued expenses. .. . 1,027,471 939,587 
Federal taxes on income,estimated. . ... . 272,12: 196,547 
Deferred Federaltaxes on income . . . 1,045,057 754,557 

Long-term debt, less current installments above. 
(note 4)... a Meee Ms Seg ROE Paes, 35,580,674 37,563,619 

Stop & Shop, Inc.'s equity: 

KSunertt GRE cee oF ee ye aera Be oy een 71,820 72,820 
IOIINGK BEIHINGS 95> Sheek Lae has La hay 6,861,125 5,960,580 
4 $ 46,172,148 $ 45,696,243 


See accompanying notes to financial statements. 


Combined Statement of Earnings and Retained Earnings 
Year ended June 27, 1964 (with comparative figures for year ended June 29, 1963) 


Rental income, substantially allintercompany . . . $ 7,177,826 $ 6,790,790 
Expenses and other deductions: ; 
Intereston mortgages . . . ae eeeKy 1,908,20° 1,887,472 
Operating and administrative expenses. er ee ae |, 794,87 7 1,610,528 
Depreciation and amortization . . . . .. . ___ 1,767,495 1,719,557 
, : 5,470,57€ 5,217,557 
Earnings before Federal taxes onincome .. . 1,707,25¢ 1,573,233 
Federal taxes on income, estimated (note3) . . . 616,420 459,232 
Net earnings forthe year .. Bile feces acre tee 1,090,83¢ 1,114,001 
Retained earnings at beginning of year hae. Dieu Me it, 5,960,580 4,846,579 
7,051,41: 5,960,580 
Liquidating distribution to Stop & Shop, Inc. ___ 190,200 Ri ener eee Ek as ak 
Retained earnings atendofyear ....... $ 6,861,125 9,960,580 


See accompanying notes to financial statements. 





ACCOUNTANTS’ REPORT 


PEAT. MARWICK. MITCHELL & Go 


The Stockholders 
Stop & Shop, Inc. 


We have examined the consolidated balance sheet 
of Stop & Shop, Inc. and consolidated subsidiaries 
and the combined balance sheet of wholly-owned 
realty subsidiaries of Stop & Shop, Inc., as of June 27, 
1964, and the related statements of earnings and re- 
tained earnings and capital in excess of par value of 
capital stock for the year then ended. Our examina- 
tions were made in accordance with generally ac- 
cepted auditing standards, and accordingly included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in 
the circumstances. 

In our opinion, the accompanying balance sheets 
and statements of earnings and retained earnings 
and capital in excess of par value of capital stock 
present fairly the consolidated financial position of 
Stop & Shop, Inc. and consolidated subsidiaries and 
the combined financial position of wholly-owned 
realty subsidiaries of Stop & Shop, Inc. at June 27, 
1964, and the results of the related operations for the 
year then ended, in conformity with generally ac- 
cepted accounting principles applied on a basis 
consistent with that of the preceding year. 


kat Ml anipreee, MM tenn + ¢.. 


Boston, Mass. 
August 21, 1964 


(1) 


(2) 


(3) 


(4) 


NOTES TO FINANCIAL STATEMENTS 


The consolidated financial statements include the accounts of the 
parent company and all its subsidiaries except its wholly-owned 
realty subsidiaries The parent company's investment in these realty 
subsidiaries is included in the consolidated balance sheet at equify 
value, and consequently their net earnings for the year are included 
in consolidated net earnings and their undistributed earnings in 
consolidated retained earnings. 


Financial statements for the combined realty subsidiaries are shown 
separately. 

The following summary shows the source and use of funds on a 
consolidated basis for the company and all subsidiaries: 


Funds provided: 1964 
SE NE Api ob woe Su NVR OS OCERICR ved OS Oe $4,907,277 
Less cash dividends on capital stock........... 1,173,475 

$3,733,802 

Used as follows: 

Excess of net expenditures for fixed assets over 

depreciation and amortization: 

Expenditures for fixed assets, net.......... $5,356,552 
Depreciation and amortization............. 5,253,481 
103,071 
Reduction of long-term debt................... 1,982,945 
CE PA ee ors cass istwideeic a dole. aisle bebe aes Po ae (64,144) 
Addition to working capital.................... 1,711,930 
$3,733,802 


The provision for Federal income taxes charged to consolidated 
earnings for the year ended June 27, 1964 has been reduced by 
$547,000 of which $325,000 represents 100% of the investment credit 
for the current year and $222,000 the balance of deferred investment 
credits from prior years. The fixed assets in the realty subsidiaries 
do not qualify for the investment credit. 
Long-term debt, less installments due within one year: 
Stop & Shop, Inc. and Consolidated Subsidiaries 

Promissory notes, 5% %, payable $500,000 annually 

commencing 1967, and the balance of $4,000,000 

Oe MES drones VS a es ns's adios d bwaeninns Onpisies bap $11,500,000 


Wholly-Owned Realty Subsidiaries 


Mortgate notes, 34% to 6%%, maturing over a 
maximum period of twenty years. Although not 
signed by the company or its subsidiaries, these 
notes are secured by land, buildings and improve- 
ments costing approximately $52,900,000 and by 
assignments of intercompany lease agreements... $35,580,674 


Current installments of $1,255,162 under the foregoing mortgage 
notes have been prepaid. 

After June 26, 1965, the mortgage notes mature at an average annual 
rate of approximately $2,400,000 through 1977 and thereafter at 
smaller varying amounts through 1984. 


The terms of the agreement relating to the unsecured promissory 
notes, 54%%, contain restrictions on the payment of cash dividends 
and the purchase or retirement of the company’s capital stock. At 
June 27, 1964 the consolidated retained earnings not so restricted 
amounted to approximately $5,500,000. 


(5) On August 11, 1964, subject to the approval of the shareholders, the 


Board of Directors voted to terminate the old Restricted Stock Option 
Plan (except for options granted) and substitute therefor a new 
Qualified Stock Option Plan for key employees under the applicable 
provisions of the Internal Revenue Code. The new plan provides that 
50,000 shares be reserved for future stock options, that options be 
granted at not less than 100% of fair market value on the date of 
grant, and that the term of options be limited to five years. 


Under the terms of the old Restricted Stock Option Plan, at June 27, 
1964 there remained outstanding options granted to 20 officers and 
employees to purchase 44,411 shares at prices ranging from $8.01 to 
$22.79 per share. These options are exercisable over various periods 
extending to May 27, 1970. All options have been granted to principal 
shareholders at 110% of market value on dates of granting and at 
95% in the cases of all other participants. 


During the current year no options were granted. Options were 
exercised for 1,153 shares at the granting price of $8.01 per share for 
a total of $9,235 as compared with the total value of $24,245 based on 
quoted market prices on dates of exercise of the options. The num- 
ber of shares under option at June 27, 1964 and related prices per 
share have been adjusted for stock dividends and stock splits. 


(6) At June 27, 1964 the total minimum annual fixed rentals, exclusive of 


inter-company rentals, payable under leases expiring after three 
years, was approximately $4,795,000, plus real estate taxes, in- 
surance, etc., under certain leases. Leases covering about 35% of 
this amount expire within the next fifteen years and the balance by 
1984. 
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